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About  the  Bureau... 

[  he  Bureau  of  Business  and  Economic  Research  is  the  research 
branch  of  the  University  of  Montana's  School  of  Business  Administra- 
tion. Located  at  the  University  of  Montana  campus  in  Missoula,  the 
Bureau  has  pursued  research  in  business  and  economics  for  more  than 
thirty  years. 


The  Bureau's  purpose  is  to  serve  the 
general  public,  as  well  as  business,  labor, 
and  government,  by  providing  an 
understanding  of  the  economic  environ- 
ment in  which  Montanans  live  and  work. 
To  meet  this  goal,  the  Bureau  is  regu- 
larly involved  in  a  wide  variety  of  activi- 
ties including  forecasting,  state  and  local 
area  economic  analysis,  forest  products 
industry  analysis,  survey  research,  and 
data  collection. 

The  Bureau's  Economics  Montana 
forecasting  system,  cosponsored  by  U  S 
WEST,  provides  projections  of  income, 
employment,  and  other  economic  data 
for  the  state,  plus  forecasts  of  personal 
and  nonfarm  labor  income  for  individual 
regions  within  Montana.  U  S  WEST'S 
generosity  makes  it  possible  for  us  to 
produce  these  forecasts. 

Information  from  the  forecasting 
system  is  incorporated  into  the  Bureau's 
regular  series  of  Economic  Outlook 
Seminars,  presented  annually  in  the 
Flathead  Valley,  the  Butte-Anaconda 
area,  Missoula,  Billings,  Great  Falls, 
Helena,  and  Bozeman.  These  seminars 
focus  on  the  local  outlook  in  each  of  the 
cities  as  well  as  on  statewide  prospects. 

The  Natural  Resource  Industry 
Research  Program  examines  the  role  of 
the  natural  resource  industries  in  Mon- 
tana's economy  and  in  local  areas. 
Funding  is  provided  by  gifts  from  the 
Montana  Mining  Association,  the 


Montana  Wood  Products  Association,  the 
Montana  Petroleum  Association,  and 
Burlington  Northern  Foundation. 

Research  on  the  forest  products  industry 
has  long  been  an  important  part  of  Bureau 
operations.  While  emphasis  is  on  the  Mon- 
tana industry,  the  research  has  also  involved 
the  forest  industries  of  Idaho,  Wyoming, 
Colorado,  Oregon,  and  Arizona. 

The  Forest  Industries  Information 
System,  produced  in  cooperation  with  the 
Montana  Wood  Products  Association, 
provides  current  information  on  employ- 
ment, wages,  and  production  in  the  Mon- 
tana forest  industries. 

The  Montana  Poll,  a  quarterly  public 
opinion  poll  cosponsored  by  the  Great  Falls 
Tribune,  collects  information  on  Montan- 
ans' attitudes  on  a  variety  of  economic  and 
social  issues.  Other  survey  research 
projects  are  conducted  from  time  to  time. 

Nearly  all  of  the  Bureau's  research 
effors  are  published  in  its  flagship  publica- 
tion, the  Montana  Business  Quarterly.  For 
more  than  twenty  years,  the  Quarterly  has 
provided  timely  information  about  business, 
economics,  public  opinion,  and  public  policy 
that  is  pertinent  to  Montanans  and  others 
interested  in  the  state.  Subscription  details 
are  available  from  the  Bureau. 

Bureau  personnel  continually  respond  to 
numerous  requests  for  local,  state,  and 
national  economic  data.  Don't  hesitate  to 
call  on  Bureau  staff  members  if  they  can  be 
of  service  to  you. 
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Purpose 

The  Natural  Resource  Industry  Research  Program  enables 
the  Bureau  of  Business  and  Economic  Research  to  continuously 
monitor  Montana's  natural  resource  industries  and  improve  the 
public's  knowlege  of  them  and  their  roles  in  the  state  and  local 
economies.  This  program  provides  easily  accessible  and  up-to- 
date  information  about  all  of  the  natural  resource  industries,  as 
well  as  continuous  analysis  of  events  affecting  them. 
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Figure  1 
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Source:   U.S.  Department  of  Commerce, 
Bureau  of  the  Census. 

Figure  2 

Per  Capita  Income 

Montana  and  the  United  States 

1970  - 1988 
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Source:   U.S.  Department  of  Commerce, 
Bureau  of  Economic  Analysis. 


Figure  3 

Total  Personal  Income  &  Nonfarm  Labor 
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Bureau  of  Economic  Analysis. 


General  Economic  Indicators 

Population 

Montana's  population  grew  rapidly  in  the  1970s  and  early 
1980s.  It  peaked  at  825,000  in  1985.  There  were  sizable 
declines  from  1986  to  1988,  but  the  trend  may  now  have 
stabilized.  Montana's  1989  population  was  estimated  to  be 
806,000,  as  compared  to  805,000  in  1988. 

Per  Capita  Income 

Per  capita  income  measures  economic  well-being  --  the 
amount  of  private  and  public  goods  and  services  that  Mon- 
tanans  can  purchase.  After  increasing  at  a  faster  rate  than 
the  United  States  in  the  1970s,  Montana's  per  capita 
income  stagnated  in  the  1980s.  Per  capita  income  continued 
upward  elsewhere  in  the  nation  during  this  decade.  Conse- 
quently, per  capita  income  in  Montana  has  fallen  to  78 
percent  of  the  national  average  in  1988. 

Nonfarm  Labor  Income 
and  Personal  Income 

Nonfarm  labor  income  measures  overall  economic 
performance  --  it  is  a  proxy  for  the  gross  national  product 
(GNP)  of  a  region.  There  have  been  several  distinct  trends 
in  Montana's  economy: 

■  Declines  from  1979  to  1982. 

■  Modest  recovery  in  1983  and  1984. 

■  Slow  but  persistent  downward  trend  from  1985  to 
early  1988. 

■  The  "fragile  recovery"  beginning  in  1988.  There 
were  sporadic  but  recurring  increases  throughout 
1998  and  early  1989. 

Personal  income  is  closely  related  to  retail  sales;  it  meas- 
ures the  spending  power  of  Montana  consumers.  Overall, 
personal  income  in  Montana  was  stable  in  the  1980s.  The 
volatility  is  mostly  associated  with  agriculture.  Growth  in 
transfer  payments  and  dividends,  interest,  and  rents 
account  for  most  the  difference  in  trends  between  nonfarm 
labor  income  and  personal  income. 
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Montana's  Basic  Industries 


Statewide 
Trends 


Nonfarm  basic  industries  explain  the  trends 
in  nonfarm  labor  income. 

1979-1982: 

Widespread  declines  among  the  nonfarm 
basic  industries  were  caused  by  the  worst  post- 
war recessions  in  the  United  States,  combined 
with  permanent  shutdowns  of  major  facilities, 
such  as  the  Milwaukee  Railroad  and  the  smelt- 
ers in  Anaconda  and  Great  Falls.  The  peak  in 
oil  and  gas  exploration  during  1981  helped 
moderate  the  effects  of  the  decreases. 


1983-1984: 

Strong  recovery  by  the  wood  products  indus- 
try and  other  industries  was  counterbalanced  by 
declines  in  oil  and  gas  exploration. 

1985-1987: 

Decreases  in  railroads  and  continued 
declines  in  oil  and  gas  exploration.  Turnaround 
in  nonfuel  minerals  mining.  Most  nonfarm  basic 
industries  were  stable. 


Figure  4 

Labor  Income  in  Basic  Industries 

Montana 

1979  - 1988 
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Sources:  U.S.  Department  of  Commerce,  Bureau  of  Economic  Analysis  and 
University  of  Montana,  Bureau  of  Business  and  Economic  Research. 


1988: 

The  ending  of  decreases  in 
railroads  and  oil  and  gas  explora- 
tion. Significant  growth  in  nonfuel 
minerals  mining.  Most  other 
nonfarm  basic  industries  were 
stable. 
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Regional 
Trends 


Montana's  Multicounty  Regions 


Figure  5 
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Source:  U.S.  Department  of  Commerce, 
Bureau  of  the  Census. 

Figure  6 

Nonfarm  Labor  Income 
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Source:  University  of  Montana,  Bureau  of 
Business  and  Economic  Research. 


Population 

In  the  1970s,  the  Southeast  and  West  grew  at  similar 
rates,  while  the  Northeast  remained  relatively  stable.  The 
Southeast  was  mostly  responsible  for  the  dominant  trends 
in  Montana's  population  in  the  1980s.  The  statewide 
increases,  the  peak  in  1985,  and  the  subsequent  declines 
are  all  mirrored  in  the  graph  for  the  Southeast. 

Nonfarm  Labor  Income 

Both  the  West  and  the  Northeast  experienced  declines 
from  1979  to  1982.  The  West  had  a  modest  recovery  in 
1983  and  1984,  followed  by  stability  from  1985  to  1987,  and 
then  a  noticeable  upward  trend  in  1988  and  1989.  The 
Northeast  was  stable  in  1983  and  1984,  experienced  small 
decreases  from  1985  to  1987,  and  has  been  approximately 
stable  again  in  1988  and  1989.  The  Southeast  grew  sporadi- 
cally early  in  the  decade,  turned  downward  in  mid- 1984, 
and  then  stabilized  in  1988  and  1989. 


Montana  has  been 
divided  into  three  multi-county 
regions  to  identify  the  different 
trends  in  the  various  portions  of 
the  state. 
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Flathead  County 


Local  Area 
Trends 


Population  and  Components  of  Change 

Flathead  County 

1980 .  1988 

Est  Nat 

Population     Blrtris     D«J«trt»    Migration 


1960 
1981 
1982 
1983 
1964 
1965 


52,000 
52,200 
52,300 
53,300 
55,400 
57,300 
58,300 
58,000 
58,600 


900  400  N.A. 

900  400  -300 

900  400  -400 

900  400  500 

1,000  500  1,600 

900  500  1,400 

900  500  600 

900  400  -600 

800  600  300 


Sources:  U.S.  Department  of  Commerce,  Bureau  of 
the  Census;  Montana  Department  of  Health;  and 
University  of  Montana,  Bureau  of  Business  and 
Economic  Research- 
Notes:  N  A.  denotes  not  available.  Details  may  not 
add  due  to  rounding. 


Population  growth 
has  occurred 
throughout  the 
1980s  in  Flathead 
County,  but  the 
growth  rates  have 
recently  decelerated 
from  those  experi- 
enced in  mid-dec- 
ade. 

The  wood  prod- 
ucts industry  and 
primary  metal 

refining  are  the  two  largest  basic  industries.  Both 
were  responsible  for  the  declines  in  nonfarm  labor 
income  from  1979  to  1982  and  the  recovery  of  1983 
and  1984. 

The  "spikes"  in  nonfarm  labor  income  and  per- 
sonal income  during  the  fourth  quarters  of  1987  and 
1988  were  mostly  due  to  wage  bonuses  paid  to  work- 
ers at  the  Columbia  Falls  Aluminum  Refinery. 

Flathead  County  is  currently  the  fastest  growing 
of  Montana's  major  urban  areas.  Nonfarm  labor 
income  in  the  first  half  of  1989  was  about  9.8  percent 
above  the  figure  for  1988,  while  the  corresponding 
increase  in  personal  income  was  7.1  percent. 


Figure  7 
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Source:  University  of  Montana,  Bureau  of 
Business  and  Economic  Research. 


Figure  8 

Labor  Income  in  Basic  Industries 

Flathead  County 

1979  - 1987 


$174.7  Total 


$37.1   Metal  refining 
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$10.2  Other  manufacturing 
$18.0  Nonresident  travel 
$12.7  Railroads 
$23.4   Federal  government 

79       '81        '83        '85       '87 
Sources:   U.S.  Department  of  Commerce,  Bureau  of 
Economic  Analysis  and  University  of  Montana,  Bureau 
of  Business  and  Economic  Research. 
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Local  Area 
Trends 


Missoula  County 


Population  and  Components  of  Change 

Missoula  Count* 

1980  -  1988 

Eat  Nat 

Population      Blrtfia      D—tha     Migration 


1982 

1983 
1984 
1989 
1986 
1987 
1988 


76.000 
76,400 
75,200 
75,400 
76,500 
77,300 
77,700 
78,300 
78,300 


1,400 
1,400 
1,300 
1,200 
1,300 
1,300 
1.300 
1,100 
1,100 


500 
500 
500 

500 
500 
500 
500 
500 
500 


N.A. 
-500 
•2100 
-600 

400 
0 
-400 
-100 
-600 


Sources:  US.  IVpan  me m  of  Commerce.  Bureau  of 
the  Census;  Montana  Department  of  Health;  and 
University  of  Montana.  Bureau  of  Business  and 
Economic  Research. 

Notes:  NA.  denotes  not  available.  Details  may  not 
add  due  to  rounding. 


Missoula's 
population  in  the 
1980s  has  been 
approximately 
stable,  with  total 
net  outmigration 
for  the  decade 
of  about  3,900 
persons. 

The  cyclic 
pattern  in  the 
Missoula  econ- 
omy is  clearly 


caused  by  its  basic  industries.  Labor  income  data 
in  the  wood  products  industry  and  other  basic 
industries  have  the  classic  cyclic  profile,  with 
declines  from  1979  to  1982  and  recoveries  in 
1983  and  1984. 


The  recent  growth  in  trade  center  activities 
was  mostly  in  the  export  component  of  medi- 
cal services  -  that  is,  the  nonresidents  coming 
to  Missoula  for  treatment.  There  are  concerns, 
however,  about  whether  or  not  these  increases 
will  continue. 

The  Missoula  economy  has  experienced 
modest  recent  growth.  Nonfarm  labor  income 
and  personal  income  both  rose  about  1.6 
percent  from  the  first  half  of  1988  to  the  first 
half  of  1989. 


Figure  9 

Total  Personal  Income  &  Nonfarm  Labor  Income 

Missoula  County 
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Source:  University  of  Montana,  Bureau  of 
Business  and  Economic  Research. 


Figure  10 

Labor  Income  in  Basic  Industries 

Missoula  County 

1979  - 1987 


$319.5  Total 


£95.8  Wood  &  paper  products 

$6.3  Agriculture  and  mining 
$60. 9  Trade  center 

$12.1  Nonresident  travel 

$13.0  Railroads 

$34.8  University  of  Montana 

$42.3  Motor  carriers 

$1 1 .6  Other  manufacturing 

$42.7  Federal  government 
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Sources:  U.S.  Department  of  Commerce,  Bureau  of 
Economic  Analysis  and  University  of  Montana,  Bureau 
of  Business  and  Economic  Research. 
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Yellowstone  County 


Local  Area 
Trends 


Population  and  Components  of  Change 

Yellowstone  County 

1980-1988 


Population     Blrtha 

1880        106.000  1,900 

1981 

1982 

1983 

1984 

1989 

1986 

1987 

1986 


EarLNiL 
Death  a    Migration 


110,200 
113,400 
118,300 
116,800 
120,500 
120.100 
118,000 
116,400 


1,800 
1,900 
1,800 
1,900 
1,900 
1,900 
1,700 
1,600 


800 
800 
700 
800 
800 
800 
800 
800 


HA. 
1,100 
2,200 
1,800 
1,400 
600 
-1,500 
-3,000 
-2,400 


Sources:  U-S.  Dcpanmew  of  Commerce,  Bureau  of 
the  Censur.  Montana  Depart  men!  of  Health;  and 
University  of  Montana.  Bureau  of  Business  and 
Economic  Research. 

Notes:  NA.  denotes  not  available.  Details  may  not 
add  due  to  rounding. 


Yellowstone 
County  experi- 
enced a  growing 
population  and 
net  inmigration 
during  the  first 
half  of  the  1980s. 
Population  peaked 
at  120,500  in  1985. 
There  were  popu- 
lation declines  in 
1986,  1987,  and 
1988,  with  total 
net  outmigration  of  about  7,000  persons. 

The  1979  - 1982  decreases  were  hardly  notice- 
able in  the  Billings  economy.  Sporadic  growth 
continued  until  mid-1985,  when  nonfarm  labor 
income  turned  downward.  These  declines  continued 
until  1987. 

Nonfarm  basic  labor  income  also  turned  down- 
ward in  1984.  The  largest  decreases  were  in  food 
products  (meat  packing),  mining  (oil  and  gas  explo- 
ration), railroads,  and  other  manufacturing. 

Beginning  late  in  1987,  Yellowstone  County  has 
experienced  modest  growth.  Nonfarm  labor  income 
in  the  first  half  of  1989  was  about  3.1  percent  above 
its  value  a  year  earlier,  while  the  corresponding  rise 
in  personal  income  was  2.7  percent. 


Figure  11 

Total  Personal  Income  &  Nonfarm  Labor  Income 

Yellowstone  County 

1st  Quarter  1979  to  2nd  Quarter  1989 

Millions 
of  1988$ 
2,000 


1,800 
1,600 
1,400 
1,200 
1,000 


Totarpersonal  income 


Nonfarm  labor  income 


.|...l...<...t...|...tj...t...|...|...l.. 


'83 


'85 


'87 


'89 


Source:  University  of  Montana,  Bureau  of 
Business  and  Economic  Research. 

Figure  12 

Labor  Income  in  Basic  Industries 

Yellowstone  County 

1979  - 1987 


Millions 
of  1988$ 
600 

500 

400 

300 


100 


$486.5  Total 

Agriculture 
Fpod  products 

Other  manuiaclurln 
Oil  refining  &  piped 

$196.5  Trade  center 


$23.1    Nonresident  travel 
$13.5    Eastern  Montana  College 
$82.6  Transportation 


$59.2  Federal  government 


79        '81       '83       '85        '87 

Sources:  U.S.  Department  of  Commerce,  Bureau  of 
Economic  Analysis  and  University  of  Montana,  Bureau 
of  Business  and  Economic  Research. 
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Local  Area 
Trends 


Cascade  County 


Population  and  Components  of  Chang* 

Cascade  County 

1<>80  -  1988 


EllM 

Population 

Birrht 

Peetha 

Migration 

1980 

80,700 

1,500 

600 

N.A. 

1961 

80,100 

1,500 

800 

-1,500 

1982 

80,100 

1,300 

800 

-900 

1983 

81,100 

1,400 

700 

300 

1984 

80,800 

1,400 

800 

•1,000 

1965 

80,400 

1,400 

800 

1966 

79,400 

1,400 

BOO 

-1,800 

1987 

78,300 

1,300 

800 

•2,000 

1986 

78,200 

1,300 

600 

-800 

Cascade 
County's  popu- 
lation has  been 
roughly  stable 
in  the  1980s. 
Net  outmigra- 
tion  for  the 
decade  totaled 
about  8,900 
persons. 

The  1979  - 
1982  declines  in 
nonfarm  labor 
income  were 
due  to  the  closure  of  the  Anaconda  smelter  and 
the  departure  of  several  units  from  Malmstrom 
Air  Force  Base.  Since  1982,  there  has  been  a 
slow  but  persistent  decrease  in  the  labor  income 
associated  with  trade  center  activities.  These 
declines  were  mostly  in  wholesale  trade.  Great 
Falls'  role  as  a  retail,  financial,  and  medical 
center  has  not  been  affected. 


Source*:  US.  Departmetir  of  Commerce,  Bureau  of  the 
Census;  Montana  Department  of  Health:  and  University 
of  Montana,  Bureau  of  Business  and  Economic  Research. 

Notes:  NA  denotes  not  available.  Details  may  not  add 
due  to  rounding. 


The  impact  of  the  new  301st  Air  Refueling 
Wing  may  turn  out  to  be  less  than  expected. 
The  numbers,  however,  may  be  revised  as 
estimates  of  local  miltary  labor  income  are 
updated. 

Nonfarm  labor  income  in  the  first  two 
quarters  of  1989  averaged  about  1.0  percent 
below  the  corresponding  period  in  1988.  Per- 
sonal income  remained  unchanged  from  the 
first  half  of  1988  to  the  first  half  of  1989. 


Figure  13 

Total  Personal  Income  &  Nonfarm  Labor  Income 

Cascade  County 

1st  Quarter  1979  to  2nd  Quarter  1989 

Millions 

of  1988$ 

1,200 

1,100 
1,000 

900  f, 

800 

700 


Va 


Total  personal  income 


Nonfarm  labor  income 

A.  ,-.  - 


T 

79 


■VVT'T'T'T'T'T'T' 
'81  '83        '85  '87         '89 


Source:  University  of  Montana,  Bureau  of 
Business  and  Economic  Research. 


Figure  14 

Labor  Income  in  Basic  Industries 

Cascade  County 


1979  - 1987 


$295.7  Total 


$18.5  Agriculture 
£20.8  Manufacturing 
$83.7  Trade  center 

$4.6  Educ.  ,  instil,  &  other 
Nonresident 
ranspo  italic 

$109.2    Malmstrom  Air  Base 

$19.7  Other  Federal  govern 


Sources:   U.S.  Department  of  Commerce,  Bureau  of 
Economic  Analysis  and  University  of  Montana,  Bureau 
of  Business  and  Economic  Research. 
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Lewis  and  Clark  County 


Local  Area 
Trends 


Population  and  Components  of  Change 

Lewis  and  Clark  County 

1980-1988 


ElLHlt 

Population 

Blrtht 

Deatna 

Migration 

1980 

43.000 

700 

300 

NA 

1981 

43,900 

800 

300 

400 

1982 

44,300 

800 

400 

0 

1983 

45,200 

800 

300 

400 

1984 

45,800 

800 

300 

200 

1985 

46,100 

800 

400 

•200 

1988 

48.400 

700 

300 

-100 

1987 

47.200 

700 

400 

500 

1988 

47,000 

700 

400 

-500 

The  population 
of  Lewis  and  Clark 
County  rose  steadily 
during  the  early 
1980s.  Beginning  in 
1985,  population 
growth  decelerated 
and  there  was  net 
outmigration. 

Helena  has  a 
stable  economy.  Its 
economic  base  is 
dominated  by  the 

state  and  federal  governments,  both  noncyclic  indus- 
tries. Taken  together,  they  account  for  about  61 
percent  of  labor  income  in  basic  industries. 

The  1986  decline  in  state  government  predates  the 
salary  freeze.  Therefore,  the  data  for  1988  and  1989 
are  likely  to  show  further  decreases  in  this  category. 
The  counterbalancing  growth  in  trade  center  activities 
was  mostly  in  health  care. 

Between  the  first  half  of  1988  and  the  first  half  of 
1989,  nonfarm  labor  income  declined  4.3  percent  and 
personal  income  decreased  2.9  percent. 


Source*:  VS.  Department  of  Commerce,  Bureau  of 
■be  Census;  Montana  Department  of  HeaJth;  and 
University  of  Montana,  Bureau  of  Business  and 
Economic  Research. 

Notes:  N  A.  denotes  not  available.  Details  may  not 
add  due  to  rounding. 


Figure  15 

Total  Personal  Income  &  Nonfarm  Labor  Income 

Lewis  and  Clark  County 

1st  Quarter  1979  to  2nd  Quarter  1989 

Millions 

of  1988$ 

700 


600 


400 


Nonfarm  labor  income 


■  I — ,...  t,  ■■!■■■!■■■  t...  t,  ■■!■.■!■■ .,. 


'85 


'87 


79         '81  '83 

Source:  University  of  Montana,  Bureau  of 

Business  and  Economic  Research. 


Figure  16 

Labor  Income  in  Basic  Industries 

Lewis  and  Clark  County 

1979  - 1987 


Millions 
of  1988$ 
250 


200 


150 
100 
50 


$233.3  Total 

$38.4  Trade  center 
$100.3  State  government 
$8. 1    Nonresident  travel 


. —    $19.3   Manutactunng 

$7.8  Agriculture  &  mining 
$42.3  Federal  government 


'79        '81        '83       '85        '87 
Sources:  U.S.  Department  of  Commerce,  Bureau  of 
Economic  Analysis  and  University  of  Montana,  Bureau 
of  Business  and  Economic  Research. 
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Local  Area 
Trends 


Butte-Silver  Bow  and 
Anaconda-Deer  Lodge  Counties 


Population  and  Components  of  Change 

Buttc-SiHer  Bow  and 

Anaconda-Deer  Lodge  Counties 

1980-1988 

Eat  Nat 


1980 

50.600 

BOO 

700 

N.A 

1981 

46.600 

800 

700 

-1.100 

1983 

48,200 

600 

500 

-1,300 

1983 

47,600 

500 

600 

-700 

1984 

46.400 

BOO 

500 

-1,100 

19SS 

49.600 

BOO 

600 

-900 

1986 

44,100 

BOO 

500 

-1,500 

1987 

43.600 

500 

500 

-500 

1988 

43^00 

BOO 

600 

-400 

The  popula- 
tion of  the 
Butte-Ana- 
conda  area 
declined  from 
about  50,600  in 
1980  to  43,200 
in  1988.  The 
rate  of  decline 
has  slowed 
from  earlier  in 
the  decade, 
and  net 
outmigration 
dropped  to  400  persons  by  1988. 

Between  1979  and  1986,  nonfarm  labor 
income  decreased  by  almost  one-third  and 
personal  income  dropped  about  15  percent. 
These  trends  were  primarily  due  to  the  demise 
of  the  Anaconda  Company,  which  shut  down  its 
smelter  in  Anaconda  during  1980  and  closed 
the  Berkeley  Pit  in  1983. 


Sources:  CS.  Department  of  Commerce,  Bureau  of 
the  Census;  Montana  Department  of  Health;  and 
University  of  Montana,  Bureau  of  Business  and 
Economic  Research. 

Notes:  NA.  denotes  not  available.  Details  may  not 
add  due  to  rounding. 


The  negative  impacts  had  worked  their  way 
through  the  economy  by  1986,  and  both  non- 
farm  labor  income  and  personal  income  have 
been  relatively  stable  since.  The  "spike"  in 
nonfarm  labor  income  and  personal  income 
during  the  fourth  quarter  of  1988  appears  to  be 
associated  with  the  wage  bonuses  paid  to 
mining  workers. 

The  latest  data  show  a  very  slight  upward 
trend.  From  the  first  half  of  1988  to  the  first 
half  of  1989,  nonfarm  labor  income  was  up  0.6 
percent  while  personal  income  rose  0.9  per- 
cent. 


Figure  17 

Total  Personal  Income  &  Nonfarm  Labor  Income 

Butte-Silver  Bow  and  Anaconda-Deer  Lodge 

Counties 

1st  Quarter  1979  to  2nd  Quarter  1989 

Millions 

of  1988$ 

700 
600 
500 
400 
300 


Total  personal  income 


Nonfarm  labor  income 


79 


•<••■<•■■  I  •••  t  • 

'81  '83 


• t ■■■■■•■ t •■•■•■• t- 


'85 


'87 


'89 


Source:  University  of  Montana,  Bureau  of 
Business  and  Economic  Research. 


Figure  18 

Labor  Income  in  Basic  Industries 

Butte-Silver  Bow  and  Anaconda-Deer  Lodge 

Counties 

1979  - 1987 

Millions 

of  1988$ 


250 


200 


$112.6  Total 


$13  8    Mining  &  smelling 
$29.4   Montana  Power  Company 
$10.2   Manufacturing 
$14.5  Nonresident  travel 

$6.6  Transportation 
$19.7  Educ.  &  state  Institutions 
$15.6  Federal  government 


Sources:  U.S.  Department  of  Commerce,  Bureau  of 
Economic  Analysis  and  University  of  Montana,  Bureau 
of  Business  and  Economic  Research. 
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Gallatin  County 


Local  Area 
Trends 


Population  and  Components  of  Change 

Gallatin  County 

1980-1988 


Population     Blrthi 


1982 
1083 

1984 


42,900 
43,900 
43,300 
48,200 
47,800 
47,800 
48,800 
48,500 
48,900 


700 
700 
700 
700 
800 
700 
700 
700 
700 


ElttM. 

Deaths  Migration 

300  NA 

200  800 

300  900 

200  500 

200  900 

300  -400 

200  600 

300  -700 

200  -400 


Source*:  VS.  Department  ot  Commerce ,  Bureau  ot 
the  Census;  Montana  Department  of  Health;  and 
University  of  Montana,  Bureau  of  Business  and 
Economic  Research. 

Notes:  NA-  denotes  not  available.  Details  may  bol 
add  due  to  rounding. 


The  population  of 
Gallatin  County 
grew  rapidly  during 
the  early  1980s. 
Since  mid-decade, 
however,  population 
has  been  relatively 
stable  and  there  has 
been  net  outmigra- 
tion. 

After  a  period  of 
volatility  in  1979  and 
1980,  nonfarm  labor 

income  rose  steadily  from  1981  to  mid-1985.  Then, 
from  1985  to  mid- 1987,  both  personal  income  and 
nonfarm  labor  income  have  been  stable.  The  ex- 
treme vacillation  in  personal  income  during  1985  can 
be  attributed  to  the  quarterly  figures  for  agricultural 
income,  where  the  estimates  of  payments  and  ex- 
penses may  not  be  evenly  allocated  over  the  entire 
year. 

The  growth  from  1981  to  1985  and  the  following 
stability  can  be  traced  to  the  basic  industries.  Both 
Montana  State  University  and  manufacturing  (which 
includes  a  significant  number  of  "high  tech"  firms) 
were  increasing  during  the  first  half  of  the  1980s,  and 
have  been  stable  or  declining  slowly  since  1985. 

From  the  first  half  of  1988  to  the  first  half  of  1989, 
both  personal  income  and  nonfarm  labor  income 
were  unchanged. 


Figure  19 

Total  Personal  Income  &  Nonfarm  Labor  Income 

Gallatin  County 

1st  Quarter  1979  to  2nd  Quarter  1989 

Millions 
of  1988$ 

800 


Total  personal  income 


Nonfarm  labor  income 


79         '81  '83        "85  '87 

Source:  University  of  Montana,  Bureau  of 
Business  and  Economic  Research. 

Figure  20 

Labor  Income  in  Basic  Industries 

Gallatin  County 

1979  - 1987 


$148.2  Total 


S23.1   Agriculture 
$6.9  Mining,  railroads,  &  othe 

f17.3  Manufacturing 
14.3  Trade  center 
$18.8  Nonresident  travel 

$49.8  Montana  State  University 
$18.0  Federal  government 

79       '81        '83 
Sources:  U.S.  Department  of  Commerce,  Bureau  of 
Economic  Analysis  and  University  of  Montana,  Bureau 
of  Business  and  Economic  Research. 
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The 
Outlook 


1990  and  Beyond 


National  Outlook 


Despite  sluggish  economic  performance  late 
in  1989,  no  recession  is  forecast  for  the  U.S. 
economy.  There  will  be  slowly  accelerating 
growth  after  1990.  No  dramatic  changes  are 


expected  in  inflation,  interest  rates,  and  housing 
starts.  There  will  be  continued  improvement  in 
the  unemployment  rate,  as  it  continues  to 
slowly  decline. 


Table  1 

Economic  Trends  for  the  U.S.  Economy 

1986  - 1992 

Actual  and  Projected  as  of  December  1989 


Actual 

1986      1987     1986  1989 

2.7       3.7        4.4  2.9 

1.9       3.6        4.2  5.0 


Projected 
1990      1991       1992 


2.0  2.5         2.£ 


4.1  4.6         5.3 


K.-  ,!  GNP 
percent  change 

Inflation  (CPI) 
percent  change 

Interest  rate,  percent 
90-day  T-Billi 
Mortgage  rale 


Unemployment  rale, 
percenl  7.0       6.2        5.5        5.2  5.4  5.3 

Source:  Wharton  Econometric  Forecasting  Associates  (December  1989). 


Statewide  Outlook 

Montana's  economic  turnaround  that  began 
in  1988  is  projected  to  continue.  The  state, 
however,  will  continue  to  lag  behind  the 
nation  in  personal  income  and  nonfarm  labor 
income  growth. 


B'lhese  forecasts  are  a  feature  of 
Economics  Montana,  a  forecasting 
program  jointly  sponsored  by  the 
Bureau  and  U  S  WEST. 
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Figure  21 
Projected  Change  in  Personal  Income 
and  Nonfarm  Labor  Income 
United  States  and  Montana 
1989  - 1990 
Percent 
Change 
3  0    Personal  Income 


1.0 


Nonfarm  Labor  Income 


2.1% 


2.3% 


United     Montana 
States 


United     Montana 
States 


Figure  22 

Projected  Change  in  Personal  Income 

and  Nonfarm  Labor  Income 

United  States  and  Montana 

1990  - 1992 


Annual 
Percent 
Change 
3.0     Personal  Income 


Nonfarm  Labor  Income 
3.0% 


2.4% 

-—.—.■■■■■■ 


1.8% 

n 


United     Montana 
States 


United     Montana 
States 


Sources:  Wharton  Econometric  Forecasting  Associates 
and  University  of  Montana,  Bureau  of  Business  and 
Economic  Research,  Economics  Montana. 

Note:  Percent  changes  based  on  constant  1988  dollars. 


1990  Economic  Outlook  Seminar 


1990  and  Beyond 


The 
Outlook 


Multicounty  Regions 

Southeastern  Montana  is  projected  to  experi- 
ence the  most  rapid  growth  from  1989  to  1992  in 
nonfarm  labor  income  and  personal  income.  The 
West  is  expected  to  be  second,  as  measured  by 
both  indicators.  The  Northeast  will  have  the 
slowest  growth  in  nonfarm  labor  income  and 
personal  income. 


Montana's  Urban  Areas 


Figure  23 
Projected  Change  in  Personal  Income 
and  Nonfarm  Labor  Income 
Montana's  Multicounty  Regions 
Annual  1989  - 1992 

Percent 
Change 


Personal  Income 


Nonfarm  Labor  Income 
2.1% 
1.5% 


West     North-  South-  West     North-  South- 

east      east  east      east 

Source:   University  of  Montana,  Bureau  of  Business  and 
Economic  Research,  Economics  Montana. 
Note:  Percent  changes  based  on  constant  1988  dollars. 


Yellowstone  County  is  projected  to  have  the 
fastest  growth  in  nonfarm  labor  income  and 
personal  income.  Next  will  be  Missoula,  Gallatin,  and  Cascade  counties.  The  slowest  growth  is 
expected  in  Flathead  and  Lewis  and  Clark  counties  and  in  the  Butte-Anaconda  area.  The  fore- 
casts for  Yellowstone  and  Missoula  counties  assumes  that  the  recent  rapid  growth  in  health  care 
will  continue. 


Figure  24 
Projected  Change  in  Nonfarm  Labor  Income 
Montana  Urban  Areas 
Annual  1989  -  1992 

Percent 
Change 

3.0  T 


Plat-  Butte-      I 

head      Anaconda 


Figure  25 
Projected  Change  in  Personal  Income 
Montana  Urban  Areas 
Annual  1989  -  1992 

Percent 
Change 

3.0 


2.0% 


Source:  University  of  Montana,  Bureau  of  Business  and  Economic  Research,  Economics  Montana. 
Note:  Percent  changes  based  on  constant  1988  dollars. 
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The 
Outlook 


1990  and  Beyond 


Negative 

Agriculture:  Stronger  U.S.  dollar  may 
dampen  export  demand  for  grain.  Weather 
and  insects  are  always  a  risk.  

National  Recession: 
Economists  currently  antici 
pate  slower  growth  in  1990, 
but  no  recession.  But,  a 
recession  could  develop  as 
the  result  of  a  strong  dollar 
leading  to  decreased  ex- 
ports, combined  with 
sharply  lower  corporate 
profits  and  investment.  The 


Critical  forecast  risks 

for 
Montana's  economy 


impact  in  Montana  of  a  national  downturn 
would  primarily  be  in  wood  products  and 
other  cyclic  industries. 

Further  plant  closures  and  employee 
layoffs:  The  future  remains  uncertain  for 
some  of  Montana's  major  industrial  facilities. 
Many  are  old,  some  operate  in  volatile 
resource  markets,  and  others  may  face  in- 
creased international  competition.  Most  basic 
industries  will  continue  to  become  less  labor 
intensive  because  of  technological  and  struc- 
tural changes.  A  timber  shortage  in  western 
Montana  could  lead  to  shutdowns  or  employ- 
ment cutbacks. 

Deceleration  in  service  industry  growth: 
The  projected  increases  in  several  of  Mon- 
tana's major  urban  areas  depend 
crucially  on  the  continued  rapid  growth  in 
health  care.  Increased  national  concern  about 


Positive 

runaway  health  costs  could  dampen  future  in- 
creases in  this  industry. 

Agriculture:  World 
wheat  stocks  are  down  and 
the  outlook  for  prices  is  en- 
couraging. 

Increase  in  building: 
Construction  activity  in 
Montana  has  been  minimal, 
even  taking  account  of  the 
depressed  economy,  net 
outmigration,  and  the 
completion  of  several  major 


projects.  Eventually,  the  oversupply  of  hous- 
ing units  and  commercial  space  will  be  elimi- 
nated. A  return  to  "normal"  levels  of  con- 
struction activity  would  significantly  increase 
labor  income. 

Continued  payment  of  wage  bonuses: 
Sizable  bonuses  have  been  paid  to  employees 
of  several  Montana  firms,  reflecting  current 
profit  levels.  This  innovative,  but  volatile, 
form  of  compensation  represents  an  increase 
in  basic  labor  income. 

Faster  growth  in  mining:  The  forecasts  do 
not  include  a  number  of  projects  that  have 
been  announced,  but  have  not  yet  received 
the  necessary  government  permits  or  are  still 
in  the  planning  stages.  As  these  mines 
approach  operational  status,  they  will  be  in- 
corporated into  the  forecasts. 
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EfSKl 


Consumer  Attitudes 


Statewide 
Trends 


In  December  1989,  the  Montana  Index  of 
Consumer  Sentiment  was  just  a  little  less  than 
it  was  a  year  ago.  After  a  mid-year  dip  in  June, 
it  rebounded  in  December. 

This  relatively  stable  and  optimistic 
outlook  is  due  to  Montanans'  continuing 
positive  feelings  about  their  own  economic 
prospects.  The  drop  from  a  year  ago,  and  the 
bigger  drop  in  June,  were  due  to  diminished 
optimism  about  the  state's  long-  and  short- 
term  economic  prospects.  Still,  the  figures  for 
the  past  three  Index  periods  have  all  been 
higher  than  any  figures  recorded  since 
December  1984. 


Included  in  the  calculation  of  the  Index  are 
responses  to  questions  concerning  Montanans': 

■  Household  economic  situation  now, 
compared  with  a  year  ago; 

■  Expectations  for  their  own  household 
economic  situation  next  year; 

■  Expectations  for  the  state's  economy  over 
the  next  five  years; 

■  Expectations  for  the  state's  economy  over 
the  next  twelve  months;  and, 

■  General  outlook  for  buying  major  house- 
hold items  (major  appliances,  furniture, 
and  so  on)  over  the  next  six  months. 


Figure  1 

Index  of  Consumer  Sentiment 

Montana 

1982-1989 


120     - 


Nov  Jun  Dec  Jun  Dec  Jun  Dec  Jun  Dec  Jun  Dec  Jun  Dec  Jun  Dec 
'82    '83   '83   '84   '84  '85  '85    '86  '86  '87   '87    '88   '88  '89   '89 
Source:  University  of  Montana,  Bureau  of  Business  and  Economic 
Research,  Survey  of  Consumer  Sentiment  and  the  Montana  Poll. 
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Regional 
Trends 


Consumer  Attitudes 


West  Trade  Area 

The  West  Trade  Area  includes  Missoula, 
Kalispell,  and  Butte. 

The  West  Index  figure  showed  the  greatest 
change  over  the  last  twelve  months.  In  Decem- 
ber 1988,  it  was  considerably  higher  than  the 
Index  figures  for  the  other  trade  areas.  It 
dropped  notably  in  June,  then  rebounded 
somewhat.  As  of  December  1989,  the  areas's 
Index  figure  was  virtually  identical  to  the 
figures  for  the  other  areas  in  the  state. 

The  mid-year  drop  and  December  rebound 
were  due  to  similar  changes  in  western  Mon- 
tanans'  attitudes  toward  the  state's  long-  and 
short-term  economic  prospects.  Bureau 
researchers  speculate  that  the  drop  in  June  was 
due  to  area  residents'  frustrations  with  the 
Montana  Legislature,  considerable  public 
comment  about  cutbacks  at  the  University  of 
Montana,  and  uncertainly  about  the  future  of 
the  Champion  sawmill  in  Missoula. 
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Figure  2 

Index  of  Consumer  Sentiment 

Montana  Trade  Areas 

December  1988  -  December  1989 

t  Southeast  Nor 


M 


m 
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Southeast  Trade  Area 

The  Southeast  Trade  Area  includes  Billings  and 
Bozemaru 

The  consumer  outlook  in  this  area  remained 
stable  throughout  1989,  after  a  notable  increase 
in  December  1988.  There  was  a  slight  mid-year 
dip  in  the  proportion  of  area  residents  who  said 
they  expect  to  be  better  off  financially  in  a  year, 
but  the  number  of  positive  responses  re- 
bounded in  December.  The  only  other  change 
in  sentiment  during  the  year  concerned  the 
outlook  toward  the  market  for  major  household 
items.  Attitudes  remained  steady  through  the 
first  half,  but  dropped  in  December,  from  50 
percent  positive  to  40  percent. 

Northeast  Trade  Area 

The  Northeast  Trade  Area  includes  Great  Falls 
and  Helena. 

Like  the  Southeast,  the  Northeast  Index 
showed  almost  no  change  in  1989.  In  fact,  of  the 
three  areas,  Northeast  residents'  overall 
attitude  showed  the  least  change.  In 
looking  at  attitudes  expressed  in  re- 
sponse to  individual  questions,  however, 
an  interesting  trend  emerged.  Optimism 
about  residents'  own  personal  situation 
and  outlook  grew  somewhat  over  the 
year,  while  optimism  about  the  state's 
long-  and  short-term  prospects  decreased 
slightly.  These  changes  counterbalanced,, 
and  the  overall  Index  stayed  the  same. 


Dec    Jun     Dec         Dec    Jun     Dec  Dec    Jun     Dec 

'88      '89       '89  '88      '89       '89  '88      '89       '89 

Source:  University  of  Montana,  Bureau  of  Business  and  Economic 
Research,  Survey  of  Consumer  Sentiment  and  the  Montana  Poll 
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Basic  and  Nonbasic  Employment 
and  Labor  Income  in  Montana 


Total  Employment 

Thousand  workers 
600  t 


500  ■■ 
400  "■ 


300 


Nonbasic  &  derivative 
109 


308 


70 
Labor  Income 

Millions 
of  1988$ 
12,000T 


$6,784 


$4,963 


$1,820 


Sources:  U.S.  Dept.  of  Commerce,  Bureau  of  Economic  Analysis; 
and  University  of  Montana,  Bureau  of  Business  and  Economic 
Research. 


Natural  Resource 
Industry  Profile 

Montana's  Natural 
Resource  Industries: 

Emerging  Trends  in  the 
State's  Economic  Base 


While  Montana  has  seen  both  good  and  bad  economic 
times  in  the  last  two  decades,  an  enduring  feature  of  the 
state's  economy  is  its  heavy  reliance  upon  natural 
resource  industries,  including  agriculture,  wood  and 
paper  products,  mining,  oil  and  gas  production,  and  non- 
resident travel  and  tourism.  Together  these  industries 
have  accounted  for  60  to  70  percent  of  the  state's 
economic  base  during  the  seventies  and  eighties. 

Emerging  trends  among  these  natural  resource 
industries  will  greatly  affect  the  future  performance  of 
the  Montana  economy  overall. 


Composition  of  Montana's  Economic  Base 
Labor  Income  of  Basic  Industries 


atural  Resource 
Industries 


$1,820 


70  75  '80  '85  '88 

Sources:  U.S.  Dept.  of  Commerce,  Bureau  of  Economic  Analysis;  and  University  of  Montana,  Bureau  of  Business  and  Economic  Research. 


-  Farm  and  ranch 
$334   -  Agricultural  services 

-  Railroads 

$774   .  other  manufacturing 

-  Federal  government 

$713   .  Wood  products 

-  Nonfuel  minerals 

-  Oil  and  gas 

-  Coal  mining 

-  Nonresident  travel 
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Natural  Resource 
Industry  Profile 

Agriculture 


Industry  Employment  and  Worker 
Earnings 

Thousand  workers 

_.  T  Employment 


40   \, 

30 
20 
10  M 


41,275 


70  75  '80  '85      '88 

Millions  -    .        . 

Labor  Income 

A"\$1,580 


$334 


70  75  '80  '85       '88 

Source:  U.S.  Department  of  Commerce,  Bureau 
of  Economic  Analysis. 


Counties  Most 
Economically  Dependent 
Upon  Agriculture 


Share  of  Montana's  Economic  Base 

Agricultural  Sector  as  a  Percent  of  Total  Basic  Industry 


%  of  Basic  Industry- 
Labor  Income 


%  of  Basic  Industry 
Employment 


1970-74  1975-79  1980-84  1985-88 

Source:  University  of  Montana,  Bureau  of  Business  and  Economic  Research. 


Agriculture  remains  Montana's  single  largest  basic  industry,  despite 
deteriorating  income  conditions  that  have  greatly  reduced  its  share  of  the 
state's  economic  base.  Total  cash  receipts  by  agricultural  producers  in 
Montana  —  which  averaged  about  $2.5  billion  in  the  early  1970s  in 
inflation-adjusted  dollars  and  more  than  $2  billion  annually  in  the  late 
1970s  and  early  1980s  --  have  averaged  only  $1.6  billion  in  more  recent 
years.  Estimates  of  labor  income  in  the  agriculture  sector  dropped  from 
an  annual  average  of  more  than  $1  billion  in  the  first  half  of  the  1970s  to 
about  $540  million  in  the  second  half.  Labor  income  slumped  badly 
during  the  period  from  1982  to  1985  before  improving  in  recent  years. 

Economic  conditions  in  many  areas  of  Montana  are  largely  deter- 
mined or  heavily  influenced  by  agricultural  conditions. 


Industry  Share  of 
Local  Economic  Base 

-- More  than  30%  g 

-  20  to  30% 

-  10  to  20%  Q 
--  5  to  10%  H 

Based  upon  1987  data. 

Source*:  VS.  Department  of  Commerce,  Bureau  of  Economic  Analysis:  and  University  of  Montana,  Bureau  of  Business  and  Economic  Research. 
Note:  Includes  industries  larger/  basic  to  the  state  and  Dot  more  locally  basic  sectors  such  as  state  government  and  regional  trade  center  activities. 
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Wood  and  Paper 
Products  Industry 


Natural  Resource 
Industry  Profile 


Industry  Employment  and 
Worker  Earnings 


Thousand  workers 
20- 


16  ■ 
12 


Employment 

13  494  P5Per  Products 

11,130 


Lumber  &  wood  products 
and  forestry  services 


70 

Millions  of 
1988$ 

450T 


'80  '85      '88 

Labor  Income 

74 

Paper  products 
$268 


85       '88 


Source:  U.S.  Department  of  Commerce,  Bureau 
of  Economic  Analysis. 


Share  of  Montana's  Economic  Base 

Wood  Products  Industry  as  a  Percent  of  Total  Basic  Industry 

'c  of  Basic  Industry 
Employment 


1970-74         1975-79  1980-84  1985-88 

Source:  University  of  Montana,  Bureau  of  Business  and  Economic  Research. 


The  wood  and  paper  products  industry  is  vitally  important  in  western 
Montana.  Industry  employment  peaked  in  1978  at  over  13,400  workers, 
with  more  than  95  percent  of  these  in  lumber  and  wood  products 
production.  Employment  levels  toppled  during  the  recession  years  of  the 
early  1980s  before  recovering  in  1983  and  1984.  Since  then,  industry 
employment  and  labor  income  have  gradually  declined,  despite  several 
record  years  of  lumber  production  in  Montana.  These  job  losses  largely 
resulted  from  increasing  mechanization  in  the  industry  and  some  shift 
from  large-log  processing  to  less  labor-intensive  small-log  processing. 


Counties  Most 
Economically  Dependent 
Upon  the  Wood  and 
Paper  Products  Industry 

Industry  Share  of 
Local  Economic  Base 

-  More  than  30%    | 

-  20  to  30%  g 
-- 10  to  20%  □ 
--  5  to  10%  □ 

Based  upon  1987  data. 

Source:  See  map  on  page  18. 
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Natural  Resource 
Industry  Profile 

Mining 
Industry 


Industry  Employment  and  Worker 
Earnings 


Thousand  workers 


Employment 


Millions 
of  1988$ 
450  T 


360 

270 

180 

90 


75  '80  '85      '88 

Labor  Income 

Processing  of  MT  minerals 

$253 

Nonmetals/nining 

$179 


70  75  '80  '85       '88 

Source:  U.S.  Department  of  Commerce,  Bureau 
of  Economic  Analysis. 


Counties  Most 
Economically  Dependent 
Upon  the  Mining  Industry- 
industry  Share  of 
Local  Economic  Base 

--  More  than  30%     g 

--  20  to  30% 

-- 10  to  20% 

--  5  to  10%  □ 

Based  upon  1987  data. 
Source:  See  map  on  page  18. 


Share  of  Montana's  Economic  Base 

Mining  Industry  as  a  Percent  of  Total  Basic  Industry 


%  of  Basic  Industry- 
Ijibor  Income 


%  of  Basic  Industry 
Employment 


1970-74  1975-79  1980-84  1985-88 

Source:  University  of  Montana,  Bureau  of  Business  and  Economic  Research. 


An  industry  once  dominated  by  copper  mining  and  refining  during 
the  1970s  has  slowly  evolved  into  an  industry  more  evenly  divided 
between  coal  mining,  gold  and  sliver  mining,  platinum  and  palladium 
mining,  mining  of  copper  and  other  non-precious  metals,  and  mining  of 
nonmetals  such  as  vermiculite  and  talc.  However,  overall  labor  income 
in  the  industry  as  a  whole,  which  stood  at  about  $250  million  in  1974, 
1975,  and  1979,  steadily  declined  in  the  1980s  before  hitting  bottom  in 
1985  at  $150  million. 

Since  then,  a  resurgence  in  the  state's  metal  mining  is  breathing  new 
life  into  the  industry.  Metal  mining  employment  doubled  between  1985 
and  1988  and  is  continuing  to  increase.  As  a  result,  overall  employment 
levels  in  the  mining  industry  as  a  whole  are  climbing  after  years  of 
decline.  Prospects  are  good  for  this  trend  to  continue. 
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Oil  and  Gas 
Industry 


Industry  Employment  and 
Worker  Earnings 

Thousand  workers 
20 


Employment 


3,180 


Millions  of 
1988$  Labor  Income 

450 


360 

27q   .  Oil  and  gas 

exploration  and 

extraction 

180  ■■ 

90 


$305 


$107 


Source:  U.S.  Department  of  Commerce,  Bureau 
of  Economic  Analysis. 


Counties  Most 
Economically  Dependent 
Upon  the 
Oil  and  Gas  Industry 

Industry  Share  of 
Local  Economic  Base 

-- More  than  30%  ■ 

--  20  to  30%  ■ 

-- 10  to  20%  □ 

--  5  to  10%  M 

Based  upon  1987  data. 

Source:  See  map  on  page  IS. 


Natural  Resource 
Industry  Profile 


Share  of  Montana's  Economic  Base 

Oil  and  Gas  Industry  as  a  Percent  of  Total  Basic  Industry 


'o  of  Basic  Industry 
Employment 


1970-74  1975-79  1980-84  1985-88 

Source:  University  of  Montana,  Bureau  of  Business  and  Economic  Research. 


Employment  in  the  oil  and  gas  industry  in  Montana  is  heavily  influ- 
enced by  drilling  activity.  During  the  drilling  "boom"  of  the  early  1980s, 
industry  employment  in  the  state  swelled  to  more  than  8,400  workers  and 
labor  earnings  by  these  workers  exceeded  $300  million.  However,  this 
prosperity  in  the  industry  was  short-lived  as  oil  prices  plunged  and 
drilling  activity  subsided. 

Oil  prices  have  unproved  in  recent  years  and  employment  in  oil  and 
gas  exploration  and  extraction  may  stabilize.  Employment  by  petroleum 
refineries  in  Montana  has  gradually  declined  through  much  of  the  1970s 
and  1980s. 
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Nonresident  Travel 
and  Tourism 


Natural  Resource 
Industry  Profile 


Industry  Employment  and 
Worker  Earnings 


Thousand  workers 
20 


Employment 


Labor  Income 


70  75  '80  '85 

Source:    University  of  Montana,  Burr iu  of  Business  and 
Economic  Research  (general  estimate*  derived  from  a  variety  of 
sources). 

Millions  of 

1988J 
450 


360 

270 

180  t 

90 


$160 


70  75  '80  '85       '88 

Source:  University  of  Montana,  Bureau  of  Business  and  Economic 
Research  (estimales  derived  using  REIS  data.  Bureau  of  Economic 
Analysis,  VS.  Department  of  Commerce,  data  from  VS. 
censuses.  University  of  Montana,  Institute  for  Tourism  and 
Recreation  Research,  and  other  sources). 


Counties  Most 
Economically  Dependent 
Upon  the  Nonresident 
Travel  and  Tourism  Industry 

Industry  Share  of 
Local  Economic  Base 

-- More  than  30%  ■ 
--  20  to  30%  ■ 

-- 10  to  20%  □ 

--  5  to  10%  n. 

Source:   University  of  Montana,  Bureau  of  Business  and  Economic 

Note:  The  state-level  estimate  for  direct  labor  income  by  the  industry 
allocated  to  individual  counties  based  upon  REIS  data  on  labor  menrr 
t  he  lodging  sector. 


Based  upon  1987 
data. 


Share  of  Montana's  Economic  Base 

Nonresident  Travel  as  a  Percent  of  Total  Basic  Industry 


ro  of  Basic  Industry 
Employment 


1970-74  1975-79  1980-84  1985-88 

Source:  University  of  Montana,  Bureau  of  Business  and  Economic  Research. 


Employment  and  labor  income  in  Montana,  resulting  from  nonre- 
sidents traveling  through  or  vacationing  in  the  state,  is  spread  through  a 
large  number  of  sectors  in  the  economy  and  is  difficult  to  measure.  The 
industry  appears  to  be  experiencing  steady  growth  in  employment,  but 
only  very  slow  growth  in  labor  income  because  much  of  the  job  expan- 
sion involves  relatively  low-paying  jobs. 

However,  this  is  growth  nonetheless  and  the  industry  has  become  a 
significant  source  of  employment  and  earnings  in  many  areas  of  the 
state.  Slow  but  steady  growth  in  the  industry  should  continue. 
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Natural  Resource 
Industry  Profile 


Past  and  Projected  Trends 

in  Employment  and  Labor  Income 

In  Montana 

s  Natural  Resource  Industries 

Average 

Annual  Rates  of  Cha 

nge 

Employment: 

E 

Seventies                    Eighties 

Projected* 
Nineties 

Labor  Income: 

U 

1970-74 

1975-79 

1980-84 

1985-88 

1989-92 

Lumber  and  Wood 
Products 

E 
U 

+0.4% 
+  1.9 

+  4.4% 
+  7.4 

-2.8% 
-3.7 

-1.5% 

-3.0 

Moderate  Decline 

Paper  Product! 

E 
U 

+  13.9 
+  11.8 

+  2.8 
+  8.3 

+  5.1 
+  6.4 

-2.0 
-2.6 

Generally  Stable 

Metal  Mining 

E 
U 

+  5.2 
+  7.5 

-10.3 
-7.6 

-7.9 
-10.4 

+  16.1 
+  19.4 

Continued  Growth 

Nonmetal  Mining 

E 
U 

+  4.0 
+  5.5 

+  2.5 

+  1.4 

+  1.9 
+  3.4 

+  2.5 
+  2.2 

Generally  Stable 

Coal  Mining 

E 
I.I 

+  35.4 

+  51.7 

+  22.8 
+  29.0 

-0.4 
-0.4 

-3.3 

-5.0 

Generally  Stable 

Oil  and  Gas  Explorati 
and  Extraction 

LI 

-1.0 
+8.3 

+  10.7 
+  10.5 

+  8.8 
+  8.0 

-15.9 
-17.2 

Stable  to  Modest 
Growth 

Petro  Refining 

E 

u 

+  3.0 
+  4.4 

-2.6 
+  2.7 

-3.2 
-1.9 

-2.9 
-4.0 

Generally  Stable 

Non-Residenl  Travel 

E 

+  0.9 

+  4.6 

+  3.2 

+  5.5 

Continued 

LI 

+  1.4 

+  4.9 

-0.1 

+  2.9 

Moderate  Growth 

Farm  and  Ranch 

E 

+  0.4 

-2.3 

-0.5 

•1.3 

Modest  Decline  to 
Modest  Growth 

All  Nonfann  Natural 
Resource  Industries 

E 
LI 

+  0.8 
+  3.3 

+2.6 
+  4.3 

-0.2 
-2.7 

+0.1 
-3.1 

Modest  Decline  to 
Modest  Growth 

All  Sectors  of  the 
Montana  Economy 

E 
U 

+  3.1 
+  5.1 

+3.1 
+  2.2 

+  0.6 
-2.0 

+0.4 
-0.2 

Stable  to  Modest 
Growth 

Source:  University  of  Montana,  Bureau  of  Economic  Research  (using  data  from  the  U.S.  Department  of  Commerce, 
Bureau  of  Economic  Analysts). 

aEstimates  or  ranges  as 

generally  projected  by  the  Bureau  of  Business  and  Economic  Research 

(January  1990). 

With  some  exceptions,  the 
1970s  were  generally  a  period 
of  growth  in  the  state's  natural 
resource  industries,  while  the 
1980s  were  a  period  of 
decline.  The  share  of  total 
basic  labor  income  accounted 
for  by  natural  resource 
industries  declined  from 
nearly  70  percent  in  the  early 
1970s  to  less  than  60  percent 
in  the  1980s,  with  much  of  this 
decline  in  agriculture. 

However,  changing  condi- 
tions and  trends  in  these  basic 
industries  as  we  enter  the 
1990s  will  continue  to  largely 
chart  the  course  for  Mon- 
tana's economy. 


Natural  Resource  Industries'  Share  of  Total  Labor  Income 
and  Basic  Labor  Income 

Millions 

of  1988$ 

9,000 


$7,154 


$7,002 


7,000  4 

~Tol«F 

tabor 
5,000  -\      income 


3,000  ■; 


1,000  ■;      28% 


1970-74  1975-79  1980-84  1985-88 

Averages  for  These  Time  Periods 

Source:  University  of  Montana,  Bureau  of  Economic  Research  (using  data  from  the  VS.  Department  of  Commerce, 
Bureau  of  Economic  Analysis). 
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Agriculture      Agriculture  Forecast 


The  year  1989  was  above  average  for  Montana 
agriculture,  with  farm  labor  income  probably  between 
$450- $500  million.  Under  average  weather  conditions, 
1990  should  be  similar  to  1989. 

Since  cattle,  wheat,  and  barley  generate  about  85 
percent  of  the  agricultural  cash  receipts  (including 
government  program  payments),  this  forecast  will  con- 
centrate on  those  commodities.  It  is  too  early  to  include 
climatic  conditions,  so  this  discussion  will  concentrate  on 
commodity  prices.  Trends  in  land  prices  and  agricultural 
finance  provide  insights  into  the  agricultural  sector's 
health. 


Wheat  and  Barley 


Wheat  and  barley  prices  usually  move  in  a  parallel 
manner  since  they  are  close  substitutes  in  production. 
Feed  grain  prices  serve  as  a  floor  for  wheat  prices 
because  if  the  price  of  wheat  is  relatively  low,  wheat  will 
be  fed  to  livestock  rather  than  used  for  human  consump- 
tion. The  more  important  influences  on  wheat  prices  are 
listed  in  table  1. 


Table  1 

Important  Influences  on  Wheat  Prices 

1984 

1985 

1986        1987          1988 

1989 

Beg.  stocks  (1,000,000  bu)      1 ,399 
Production  (1,000,000  bu)      2,595 
Exports  (1.000.000  bu)            1 ,424 
Exchange  rates                     138.19 

1,425 

2,425 

915 

143.01 

1,905 

2,092 

1,004 

112.22 

1,821 
2,107 
1,592 
96.94 

1,261 
1,811 
1,424 
92.72 

698 
2,042 
1,275 
100.00* 

'Preliminary 

Sources:  USDA  and  Federal  Reserve. 

Current  U.S.  wheat  stocks  are  relatively  low  and  will 
continue  to  drop  to  a  projected  443  million  bushels  by 
June,  1990.  The  lower  stocks  should  put  some  upward 
pressure  on  prices.  The  amount  of  pressure  will  depend 
on  what  actually  happens  and  what  is  expected  to  happen 
to  exports  in  late  1990  and  beyond.  Exports  will  depend 
upon  "give  away"  programs  as  well  as  sales  which  are 
heavily  influenced  over  the  long  run  by  exchange  rates. 
Current  optimism  in  wheat  prices  due  to  reduced  stocks 
must  be  dampened  by  the  dollar's  recent  gains.  There- 
fore, it  is  likely  that  the  price  of  wheat  will  be  about  $4/ 
bushel  and  barley  about  $2/bushel. 

Government  payment  will  be  less  of  a  factor.  A  wheat 
price  of  $4 /bushel  means  government  payments  will  be 
substantially  reduced. 


Cattle 

Unlike  grain,  beef  is  almost  totally  a  domestic  market 
with  litte  export  or  imports.  Beef  cow  numbers  provide  an 
indicator  of  future  beef  production  which,  to  a  large  extent, 
determines  beef  prices.  Since  1986,  beef  cow  numbers  have 
been  relatively  static  -  about  33-34,000,000  head.  Further- 
more, replacements  continue  to  hover  around  5,150,000 
with  a  small  recent  increase.  Current  cattle  price  levels  are 
likely  to  continue  for  another  year.  However,  current  prices 
are  sufficiently  strong  to  encourage  cattle  herd  expansion, 
which  will  eventually  depress  prices.  It  is  difficult  to  predict 
when  that  expansion  will  occur,  but  the  impact  on  prices 
from  expansion  would  be  lagged  over  at  least  a  year  and 
possibly  two  to  three  years. 

Land  Prices 

Montana's  land  prices  may  have  bottomed  out  in  1988  -- 
one  year  after  the  national  low  point  in  1987  (see  table  2). 
Cash  rent-to-value  ratio  in  Montana  is  above  8  percent, 
which  is  higher  than  the  expected  long-term  average  of  6.7 
percent.  Land  prices  are  expected  to  rise  at  a  rate  only 
slightly  higher  than  the  rate  of  inflation. 

Agricultural  Finance 

Farm  debt  (table  3)  has  declined  dramati- 
cally in  Montana  since  1984.  While  it  is  un- 
known how  30  percent  of  the  debt  was  liqui- 
dated, it  is  likely  that  a  substantial  component 
came  from  farmer  reserves. 

Farm  labor  income  is  likely  to  remain  in 
the  $450-$500  million  range  in  1990.  Grain 
stocks,  exchange  rates,  and  beef  cow  numbers 

should  be  longer  term  indicators  of  Montana's  agricultural 

economy. 


Table  2:  Montana  Land  Prices  Compared 
to  Contiguous  U.S.  States 

—  Price /Acre 

Montana      48  States 
264 


Year 

1984 
1985 
1986 
1987 
1988 
1989 


204 
167 
164 
167 


782 
679 
595 
547 
564 
597 


Table  3:  Montana  Farm  Debt 


Debt  ($1,000,000) 
Debt/Asset  Ratio 

Sources:  USDA  «nd  Federal  Reserve 


1984 

3,983.5 


1985 

3,717.6 
0.230 


1986 

3,348.9 


1987      1988 

3,032.3     2,775.2 

0.213        0.138 
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Mining 


Recent  Developments  in 
Montana's  Metals  Mining  Industry 


V-/ver  the  last  three 

venture  with  Montana  Re- 

chrome industry  in  Mon- 

years, Montana's  mining 

serves  Company,  started  an 

tana. 

industry  has  been  recovering 

18,000  foot  decline  to  the 

A  number  of  very 

from  earlier  declines.  In  1988 

copper-silver  deposit  that  it 

promising  exploration 

the  gross  value  of  mine 

purchased  from  U.S.  Borax 

projects  are  in  progress  in 

production  of  coal,  metalifer- 

and  Chemical  Company.  In 

the  state.  The  primary 

ous  ores,  and  industrial 

the  fall,  American  Copper 

exploration  target  is  gold, 

minerals  rose  to  $800  million. 

and  Nickel  Company  and 

although  companies  have 

A  62  percent  increase  in  the 

Homestake  Mining  Com- 

begun to  show  more  interest 

value  of  metal  ore  production 

pany  held  the  grand 

in  copper  and  tungsten.  One 

over  the  previous  year 

opening  for  the  joint 

of  the  most  significant 

accounted  for  much  of  this 

venture  Mineral  Hill  Mine. 

exploration  programs  is  by 

improvement. 

Gold  Fields  has  entered 

Crown  Butte  Resources  in 

With  several  major  new 

the  pre-development  stage 

the  New  World  District  near 

developments  in  the  last  year, 

on  their  Elkhorn  deposits 

Crooke  City.  This  high  level 

metals  production  should 

and  has  expanded  its  inves- 

of interest  in  the  metal 

show  a  significant  increase 

tigation  of  the  geology  and 

mining  industry  in  the  state 

again  in  1989  when  produc- 

metallurgy at  the  site. 

should  continue. 

tion  estimates  become 

Chrome  Corporation  of 

(See  additional  handout 

available.  In  the  spring, 

America  is  conducting  a 

showing  the  locations  of 

Pegasus  opened  its  third  mine 

sizable  pre-development 

mines  and  other  mineral 

in  the  state  —  the  Beal 

and  ore  definition  program 

industry  developments  in 

Mountain  Mine,  and  pur- 

in the  Stillwater  complex. 

five  subregions  of  Montana.) 

chased  Pangea's  operation  in 

The  results  of  their  feasibil- 

Basin Creek  for  $26  million. 

ity  analysis  suggest  high 

Noranda,  Inc.,  in  a  joint 

potential  for  developing  a 
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Tourism       Travel  and  Tourism 
in  Western  Montana 


The  University  of  Montana  Institute  of  Tourism 
and  Recreation  Research  recently  completed  a 
study  estimating  the  economic  impact  of  nonresi- 
dent travel  on  Montana's  economy.  The 
study  built  upon  estimates  of  expenditures  by 
nonresident  travelers  in  Montana  obtained 
in  the  Montana  Travel  Survey,  which  took  place 
during  a  year-long  period  in  1988  and  1989.  During 
the  period,  nonresident  travelers  (both  tourists  and 
other  nonresidents  traveling  to  or  through  the  state) 
spent  about  $660  million. 

These  $660  million  in  expenditures  by  nonresi- 
dent travelers  translates  into  about  $160  million  in 
direct  earnings  by  workers  in  the  sectors  where 
these  expenditures  are  made,  employing  about 
12,300  workers.  Through  further  impacts  on  the 
state's  economy  in  supplying  these  goods  and 
services  to  nonresidents  and  in  respending  the 
income  generated  in  the  process,  about  10,000 
additional  workers  are  employed  with  estimated 
earnings  of  about  $200  million. 

Economic  conditions  for  increased  travel  for 
tourism  and  recreation  currently  exist  nationally. 
Unemployment  and  interest  rates  are  relatively  low. 
Inflation  is  stable  or  relatively  low.  Consumer 
confidence  also  is  relatively  high.  The  real  price  of 
gasoline,  as  compared  with  the  late  seventies,  is 
relatively  low.  Furthermore,  awareness  of  Montana 
as  a  vacation  destination  has  risen  in  our  principal 


markets  with  increased  promotion  by  the 
State  Travel  Promotion  Division. 

However,  some  problems  exist.  Americans 
are  increasingly  prone  to  take  shorter,  more 
frequent  vacations,  which  hurts  a  more  geo- 
graphically isolated  state  such  as  Montana.  We 
have  to  be  even  more  competitive  to  overcome 
this  trend. 

Our  product  —  primarily  unparalleled  scenery 
outstanding  and  diverse  wildlife,  and 
high  quality  natural  resources  —  is  managed  by 
federal  and  state  agencies.  The  federal  deficit 
may  limit  the  funds  necessary  for  federal  agen- 
cies to  enhance  and  protect  these  resources.  On 
the  state  level,  an  established  basis  for  ade- 
quately funding  the  state  park  system  is  still 
lacking. 

Growth  in  Montana's  nonresident  travel  and 
tourism  industry  helps  diversify  and  strengthen 
the  state's  economy  and  provides  complementary 
income  opportunities  for  those  wishing  to 
maintain  a  Montana  lifestyle.  In  reality,  the 
industry  is  in  the  early  state  of  development,  with 
considerable  potential  to  gTOW  and  prosper. 
Sensitive  management  of  our  product  and 
assertive  marketing  can  allow  that  potential  to  be 
realized. 
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Oil  and  Gas 
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Source:  Energy  Information  Administratis 
VS.  Department  of  Energy. 


Oil  and  Gas  Drilling  in  Montana 

.1.150 


Source:  Oil  and  Gas  Conservation  Division, 
Montana  Dept.  of  Natural  Resources  and  Conservati 


Montana's  Oil  and  Gas  Industry: 

An  Industry  Slow  to  Recover 


Businesses  and  workers  involved  in  oil  and  gas  exploration  and 
production  were  sent  reeling  when  crude  oil  prices  collapsed  in  1986. 
The  impact  of  rapidly  falling  oil  prices  on  the  industry  was  particularly 
pronounced  because  expectations  and  drilling  activity  were  so  high  when 
prices  fell. 


Industry  conditions  in  the  next  few  years  largely  hinge  upon  the 
future  direction  and  stability  of  oil  prices.  The  price  shocks  of  recent 
years  have  made  the  industry  extremely  cautious  and  slow  to  respond  to 
recently  improving  oil  prices. 


U.S.  Exploration  Activity  vs.  Crude  Oil  Prices 
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U.S.  Employment  in  Oil  and  Gas  Extraction 
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Montana  Oil  and  Gas  Drilling  and  Employment 

1985  1986  1987 

Oil  and  Gas  Wells  Drilled  640  405  348 

Expl.  and  Exir.  Employment  3,874  2,733  2,445 


Recent 

Industry 

Trends 


Sources:  Energy  Information  Ad- 
ministration, VS.  Department  of 
Energy;  Bureau  of  Labor  Statistics 
VS.  Department  of  Labor  Bureai 
of  Economic  Analysis,  t ,  S 
Department  of  Commerce;  and 
Montana  Board  of  Oil  and  Gas 
Conservation. 
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Forest 
Products 


Recent  Past 
1990  - 1992 


and 
Outlook 


After  record  production  and  sales  in  1987,  Montana's 
forest  products  industry  had  slightly  lower  production, 
sales,  and  employment  in  1988  and  1989.  Lower  production 
levels  in  1988  were  due  largely  to  strikes.  Cold  weather  and 
timber  shortages  affected  1989  production. 

Because  of  the  low  level  of  national  forest  timber 
purchased  in  1988  and  1989  and  the  decreasing  volume 
under  contract  in  Montana  (lower  than  any  level  since 
1962)  the  potential  exists  for  considerably  more  substantial 
decreases  in  1990, 1991,  and  1992  (figure  4). 

Timber  supply  problems  are  due  primarily  to 
disruptions  in  the  federal  timber  sale  program  on  a  number 
of  national  forests  in  Montana  (figure  5). 

National  forest  officials  indicate  that  the  sale  program 
disruptions  were  a  result  of  the  difficulty  in  fully 
implementing  the  national  forest  plans  because  of  the 
following  factors: 

■  Appeals  and  court  decisions  affecting  timber  sales; 

■  The  lack  of  a  wilderness  bill; 

■  New  old-growth  timber  management 
requirements; 

■  Threatened  and  endangered  species  constraints; 

■  Cumulative  effects  on  national  forest  sales  from 
harvest  on  private  lands:  and, 

■  The  severe  fire  season  of  1988. 

All  of  these  factors  have  contributed  to  the  sale 
program  falling  below  the  quantities  prescribed  in  the 
forest  plans  --  the  allowable  sale  quantity  (figure  5). 

Market  Outlook 

There  should  be  little  impact  on  production  from  the 
most  likely  market  scenario.  A  recession,  currently  not 
anticipated,  would  certainly  have  a  substantial  impact  on 
Montana's  mills,  but  perhaps  not  as  severe  an  impact  as  in 
the  past  because  less  of  the  output  of  Montana's  industry  is 
now  in  new  home  construction. 


Employment 


In  the  next  few  years,  the  national  forests'  problems  in 
reaching  their  full  allowable  sale  quantity  will  have  an 
impact  on  employment  in  the  wood  products  industry.  My 
projection  is  somewhat  on  the  optimistic  side  -  average 
annual  employment  will  be  down  300-500  workers  per  year 
from  1989  levels.  The  projected  decline  is  due  to  mill 
closures  and  curtailments  and  is  based  on  the  assumption 
that:  1)  National  forest  problems  can  be  resolved  in  the 


Figure  1 

Lumber  Production 

Montana 

1960  - 1989 


'60    '64     '68    72     76     '80    '84      '89 
Source:  Western  Wood  Products  Association, 
Statistical  Yearbook  of  the  Western  Lumber 
Industry. 

Figure  2 

Plywood  Production 

Montana 

1960  - 1989 


'60    '64     '68    72     76     '80    '84 
Source:  Derived  from  data  provided  by  the 
American  Plywood  Association. 


next  two  years,  with  the  sale  program  increasing  to 
the  allowable  sale  quantity  presented  in  the  forest 
plans  by  1992;  and,  2)  Private  harvest  does  not 
decline  over  that  period. 

The  industry's  payroll  decline  should  be  greater 
than  the  employment  decline  would  indicate  because 
many  of  the  mills  will  make  adjustments  through 
curtailments  rather  than  closures. 
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Long  Term  Outlook:  1993  -  2000 


Forest 
Products 


Figure  3 

Sales  Value  of  Wood  and  Paper  Products 
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Sources:  University  of  Montana,  Bureau  of 
Business  and  Economic  Research,  Current  Forest 
Industries  Information  System  and  Western 
Wood  Products  Association,  Statistical  Yearbook 
of  the  Western  Lumber  Industry. 


Timber 

availability  should 
be  the  main 
determinant  of 
the  size, 
structure,  and 
employment 
levels  in  the 
forest  products 
industry  in  the 
next  ten  years. 
Markets  for  wood 
products  in  the 
1990s  should  be 
reasonably  good  - 
-  about  on  a  par 
with  the  late 
1980s.  Timber 
supply 
projections  made 


in  the  mid-1980s  indicated  a  shortfall  statewide  in  about  the 
year  2000  as  industrial  private  harvest  rates  decline.  The 
shortfall  probably  will  come  sooner  than  predicted  because  of 
higher  than  anticipated  harvest  levels  on  industrial  lands  in  the 
last  five  years.  A  new  timber  inventory  for  Montana,  to  be 
completed  this  year,  should  provide  a  clearer  look  at  timber 
availability  on  private  lands. 


The  timber  supply  projections  indicate  a  shortfall 
in  parts  of  the  state  even  if  the  national  forests  sell 
their  full  allowable  sale  quantity.  As  indicated  above, 
the  ability  of  the  national  forests  to  do  this  is  by  no 
means  certain. 

Mechanization,  technological  change,  and  a  shift 
from  large  diameter  timber  to  smaller  diameter 
timber  should  affect  employment  in  the  1990s  to  a 
lesser  degree  than  in  the  1980s.  Value  added  and 
service  sector  activities  associated  with  the  primary 
sector  may  offset  some  of  the  employment  declines 
due  to  increased  mechanization. 

Two  critical  questions  need  to  be  answered  before 
any  clear  projections  can  be  made  for  the  timber 
industry  in  the  1990s: 

1)  What  will  the  timing  and  magnitude  be  of  the 
decline  on  industrial  timberlands  in  Montana? 

2)  What  level  of  harvest  can  be  expected  from  the 
national  forests  in  Montana? 


Figure  4 
Uncut  Volume  Under  Contract 
Montana  National  Forests 
Millions  of  py  1952  .  1989 
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Figure  5 

Annual  Timber  Sale  and  Harvest  Level 

Montana's  National  Forests 
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Source:  Derived  from  data  provided  by  the  U.S.  Forest  Service,  Region  1. 
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Coal 


Montana's  Coal  Market  Area 
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Montana  is  the  least  cost 
source  for  utilities  in  the  state's 
coal  market  area.  The  delivered 
price  per  energy  unit  depends  on 
the  minemouth  price,  the  btu 
content  of  the  coal,  severance 
taxes,  and  transportation  costs. 

There  continues  to  be  signifi- 
cant over-capacity  among  coal 
producers  throughout  the  Pow- 
der River  basin.  Coal  purchasers 
have  switched  from  long-term 
contracts  to  flexible  agreements 
with  alternative  coal  sources. 
This  allows  the  utilities  to  satisfy 
their  fuel  needs  at  minimum 
cost  by  choosing  among  the 
producers. 

Despite  being  a  buyer's 
market,  there  are  some  bright 
spots  in  the  outlook  for  Mon- 
tana coal: 


Coal  Production 
Montana 
1971  - 1989 


Millions 
of  Tons 
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Source:  Montana  Department  of  Revenue. 

*  Preliminary 
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The  recently  announced 
proposed  extension  of  the 
planned  Tongue  River 
Railroad  to  the  Decker 
area  will  reduce  the  rail 
mileage  from  area  mines  to 
the  Midwest. 

Sulfur-dioxide  (S02)  emis- 
sions will  soon  be  limited 
in  Wisconsin,  Minnesota, 
and  Michigan.  This  will 
make  the  low  sulfur  "com- 
pliance coal"  in  the  Decker 
area  more  attractive. 

The  proposed  new  mine 
near  Roundup  contains 
coal  which  may  be  suitable 
for  export  to  the  Pacific 
Rim. 
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The  U.S.-Canada  Free  Trade 
Agreement  and  Montana 


Free  Trade 
Agreement 


"With  this  Agreement,  we  are  tearing  down  the 
tariff  walls  that  block  the  flow  of  trade  and 
generally  eliminating  the  tangle  of  restrictions  and 
regulations  that  inhibit  our  commerce  and  economic 
cooperation."  Ronald  Reagan,  July,  1988  (in  submitting  the 
agreement  to  the  U.S.  Congress) 

The  FTA  seeks  to  liberalize  and  expand  upon  the  most  extensive  trading  relationship  in  the  world  by  requiring  the 
gradual  reduction  and  elimination  of  most  tariff  and  nontariff  barriers  to  trade  between  the  two  nations.  More 
specifically,  the  agreement  calls  for  the  following: 

Tariffs:  Eventually  eliminates  all  tariffs  on  U.S.-Canada  trade. 

Rules  of  Origin:  Establishes  rules  to  limit  the  agreement's  coverage  to  U.S.  and  Canadian  goods,  not  those  of 

third  countries. 

Standards:  Restricts  either  nation  from  using  product  standards  or  similar  regulations  in  constructing  barriers  to 

trade. 

Services:  Assures  that  open  markets  in  each  country  are  maintained  for  services  trade  and  improves  the  ability  of 

businesses  to  perform  after-sale  servicing  of  their  products  across  national  borders. 

Border-crossing:  Streamlines  procedures  for  business  persons  and  professionals  in  crossing  national  borders 

while  conducting  their  business  affairs. 

Investment:  Restricts  each  nation  from  enacting  new  measures  restricting  investors  in  either  country  from 

investing  in  the  other.  Specifically  liberalizes  investment  in  financial  institutions. 

Agriculture:  Eliminates  all  agricultural  tariffs  between  the  countries  within  ten  years  and  eliminates  or  reduces 

other  nontariff  barriers  affecting  the  trade  of  agricultural  commodities. 

Energy:  Removes  most  barriers  to  freer  trade  of  energy  resources  and  supplies  between  the  nations  and 

promotes  the  free  transmission  of  electricity  across  borders. 

Wood  Products:  Temporarily  retains  the  current  agreement  requiring  a  15  percent  Canadian  export  tax  on 

softwood  lumber  until  further  negotiations  on  provincial  stumpage  pricing  practices. 

Government  Procurements:  Expands  opportunities  for  U.S.  and  Canadian  firms  to  freely  compete  for 

government  procurements  in  each  country. 

Trade  Disputes:  Creates  a  Canada-U.S.  Trade  Commission  with  power  to  settle  most  trade  disputes  that  may 

arise. 
The  agreement  provides  promising  opportunities  for  expanded  trade  by  U.S.  firms  in  Canada  and  easier  access  by 
U.S.  consumers  to  Canadian  goods.  It  also  sets  the  stage  for  difficult  adjustments  by  those  U.S.  industries  and  workers 
most  affected  by  freer  access  to  U.S.  markets  by  Canadian  firms.  Even  greater  adjustments  for  some  industries  may 
come  in  the  gradual  elimination  of  government  subsidies  they  now  receive  that  are  construed  as  giving  them  unfair 
advantages  in  trade  between  the  two  countries. 

Larry  Swanson,  the  Bureau's  Director  of  Economic  Analysis,  discusses  major  elements  of  the  Free  Trade  Agreement 
and  assesses  its  possible  implications  for  the  Montana  economy. 
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ECONOMIC  DEFINITIONS 


Basic  or  export  industries.  Industries  that  produce  goods  or  services  mostly  for  sale  outside  the 
state  or  region  or  are  influenced  by  events  occurring  outside  the  area.  Montana's  basic  or  export 
industries  include  agriculture;  manufacturing,  including  wood  products,  paper,  and  primary  metals; 
mining;  heavy  construction;  railroads;  the  federal  government;  and  nonresident  travel.  The  labor 
income  of  persons  working  in  basic  industries  represents  net  injection  of  new  funds  into  an  area. 
This  creates  additional  income  (in  the  derivative  industries)  as  those  funds  are  spent  and  respent. 

Derivative  industries.  Industries  that  serve  the  local  population.  These  include  retail  and  whole- 
sale trade;  most  services;  financial  institutions;  insurance  and  real  estate  agencies;  transportation 
companies  except  railroads  and  interstate  trucking;  construction  except  heavy  construction;  public 
utilities;  and  state  and  local  government. 

Gross  national  product  (GNP).  The  market  value  of  the  goods  and  services  produced  by  the  labor 
and  property  supplied  by  residents  of  the  United  States,  before  deduction  of  depreciation  charges 
and  other  business  allowances.  GNP  comprises  the  purchase  of  goods  and  services  by  consumers 
and  government,  gross  private  domestic  investment  (including  the  change  in  business  inventories), 
and  net  exports  (exports  less  imports). 

Labor  income.  The  labor  income  of  all  persons  engaged  in  the  current  production  of  goods  and 
services.  Does  not  include  corporate  profits.  Consists  mostly  of  wages  and  salaries  plus  the 
earnings  of  the  self-employed. 

Natural  population  increase.  Births  minus  deaths. 

Net  migration  of  population.  Net  persons  moving  into  or  out  of  an  area.  Net  migration  is  an 
excess  of  those  moving  in  over  those  moving  out.  Net  outmigration  is  the  reverse. 

Nonfarm  labor  income.  The  labor  income  of  all  persons,  except  those  in  agriculture,  engaged  in 
the  current  production  of  goods  and  services.  Does  not  include  corporate  profits.  Consists  mostly 
of  wages  and  salaries  plus  the  earnings  of  the  self-employed. 

Per  capita  income.  Total  personal  income  from  all  sources  divided  by  total  poulation.  Often  used 
to  measure  and  compare  well-being  in  various  areas. 

Personal  income.  The  income  of  residents  of  an  area  from  all  sources.  It  is  measured  after  the 
deduction  of  personal  contributions  to  social  security  but  before  the  deduction  of  income  and  other 
personal  taxes. 

Transfer  payments.  Social  security  benefits,  certain  government  pensions,  unemployment,  com- 
pensation, and  income  maintenance  payments  such  as  welfare  and  food  stamps. 
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Expertise  is  close  at  hand. 


Estate  Planning 
•  Trusts 

Asset  Management 
Employee  Benefit  Plans 

Talk  with  the  experts  at  Montana's 
oldest  and  largest  trust  organization. 


NORWEST  CAPITAL 

IB  MANAGEMENT 


Norwest  Capital  Management  &  Trust  Co.,  Montana 


>  Billings  248-7344  •  Great  Falls  761-0200  •  Helena  447-2050 


n 


D.A.  Davidson  &  Co.  ...  a  Major  Player 
in  Montana's  Economic  Development 

•  Founded  in  1935,  D.A.  Davidson  &  Co.  is  the  largest  investment  firm 
domiciled  in  the  Pacific  Northwest  based  on  capital  resources. 
In  1988,  among  6,432  invest- 


ment firms  nationwide,  DAD 
ranked  133rd  based  on  capital; 
72nd  in  number  of  offices;  and 
88th  in  number  of  Investment 
Executives.  Capital  increased 
again  by  $2.3  million  in  1989 
to  $20.1  million. 


Capital  Growth  In  Millions  S 


For  the  year  ended  Sept.  1989,  DAD  opened  11,358  new  accounts, 
a  record  number.  Well  over  80,000  investors  are  now  served  by  DAD. 

Over  the  past  4  years,  total  compensation  and  benefits  of  DADCO  peo- 
ple have  averaged  over  $12.5  million  each  year,  providing  a  major  im- 
pact on  the  economy  of  the  region.  Over  138  people  of  D.A.  Davidson 
and  its  affiliated  companies,  Financial  Aims  and  Trust  Corporation, 
have  pursued  posjt  .secondary  education  in  Montana's  colleges  and 
universities.,      i  K  I  Y'  -". 
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